University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

9-14-1995

Bolivia Allocates US$250 Million to Avoid
Collapse of National Financial System
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
LADB Staff. "Bolivia Allocates US$250 Million to Avoid Collapse of National Financial System." (1995).
https://digitalrepository.unm.edu/notisur/12016

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 55944
ISSN: 1060-4189

Bolivia Allocates US$250 Million to Avoid Collapse of
National Financial System
by LADB Staff
Category/Department: Bolivia
Published: 1995-09-14
In late August, President Gonzalo Sanchez de Lozada announced that his government will provide
US$250 million in emergency funds for the country's banks to shore up liquidity in the national
financial system. The banks have been under pressure since July, when a major corruption scandal
in one of the nation's most prominent banks shook the country's financial stability. In late July,
the government announced that the International Banking Corporation (IB) a subsidiary of the
prestigious Banco Boliviano Americano (BBA) was bankrupt, leaving outstanding debts of about US
$21 million owed to some 2,000 depositors.
Subsequent investigations by the government uncovered a huge embezzlement scandal involving
high-level banking executives who are suspected of illegally siphoning off funds from the IB offices
in Bolivia to the bank's main branch in the Cayman Islands. As a result, six IB executives have been
jailed including IB president Maria Isabel Siles of the affluent Siles family in Bolivia and dozens
of other bank officials are under investigation (see Chronicle, 08/10/95). In fact, in late August
authorities arrested Marcelo Trigo a high-level political officer at the Bolivian Embassy in Great
Britain after investigators discovered he had been involved in irregular transactions with the IB
before being named to his diplomatic post.
The IB scandal shook the financial stability of Bolivia's national banking system, since the IB is the
fifth bank to fold in the last two years because of liquidity problems. The scandal spurred a frantic
run on most other Bolivian banks as clients rushed to withdraw savings out of concern that more
banks might be on the verge of collapse. The panicked withdrawals around the country were, in
part, fed by reports that as part of the IB inquiry, authorities are investigating the solvency of six
more national banks. The plight of thousands of individuals who have savings tied up in the IB
through their association with two cooperatives that had deposits in the bank has fueled fear among
Bolivians with accounts in other banks.
The two cooperatives a miners' group called Federacion de Cooperativos Mineros and a cooperative
of small artisans known as the Asociacion de Artesanos had nearly US$200,000 deposited in the IB,
which had been collected from some 10,000 cooperative members around the country. In an effort
to call attention to their dilemma, on Sept. 6 about 500 members of the two cooperatives briefly took
over a local IB office, as well as the headquarters of Bolivia's banking superintendent in La Paz. The
demonstrators demanded that either the IB return their money or that the government intervene to
compensate IB clients for their losses. Consequently, in an effort to calm public fears and shore up
liquidity in the national financial system, in late August President Sanchez de Lozada announced
that his government will provide US$250 million in emergency funds for banks around the country.
"We need to help private banks absorb the losses generated in their operations in recent months,"
said the president. "The emergency assistance will provide the banks with enough liquidity to
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assure financial stability and allow them to continue providing productive loans." According to
Sanchez de Lozada, the US$250 million will be financed by loans from the multilateral lending
institutions. The World Bank and the Inter-American Development Bank (IDB) will each provide US
$70 million to the government, and the Andean Development Corporation (Corporacion Andina de
Fomento, CAF) will provide the remaining US$110 million.
The president insisted, however, that the emergency assistance is not a "bail out" for the country's
banks, but rather a necessary public investment to reinforce the country's financial stability in the
medium to long term. Indeed, part of the funds will be used to restructure the banking system to
make the financial sector more responsible so that banking operations are managed with less risk.
"The assistance is not a gift or a new government subsidy," said Sanchez de Lozada. "Rather, it
represents an effort to reorganize the banking system so that banks cease to be family businesses
and begin to operate as modern commercial enterprises." (Sources: Notimex, 08/12-13/95; Agence
France- Presse, 08/09/95, 08/12/95, 08/29/95, 08/30/95, 09/06/95)
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